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Dear Mark:

Attached is a copy of the USF analysis that you requested. As we
discussed, this analysis only recasts the expense adjustment amount
based on a final National Average Cost Per Loop (NCAPL) for the
four years that companies have been using Part 32 and Part 36 in
place of the former Part 31 and 67 Rules for USF calculation.

While recast impacts for the years 1984 through 1987 are not
displayed, the USF Expense Adjustment would increase under the
recast methodology for 1984 through 1986, because of the inverse
relationship between the NACPL and the expense adjustment we
discussed (i.e., as NACPL decreases, the Expense Ajustment
increases) and decrease for 1987.

With regard to your question of NECA'’s position on the use of this
recast methodology to perform final "true-ups" to the Universal
Service Fund, we believe that the procedures currently in use best
serve our membership, in that companies that provide accurate data
to NECA initially receive a known, stable expense adjustment amount
for use in State Rate Case activity (NECA for the past two years
has provided each state regulatory commission with the USF expense
adjustment amounts for every exchange carrier in their state). As
I also noted, the USF is not a "pool" in which ECs anticipate the
actions of one member to impact the revenue distributions of all
other ECs.

Should the Commission determine that the use of a true-up mechanism
is in order, NECA strongly believes that it be imstituted on a

only. This would allow advance notice to the ECs
of the change in methodology. If it is determined to institute it
retroactively, the methodology should be utilized back to the
original data year, 1984, so that 3all USF data will contain the
same level of accuracy.

Should you have any questions on the attached data, or my response
to your question, please call me at (201) 884-808S.

Wake

ohn A. Ricker

Director - Rate Development No. of Copies rec'd
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USF ANALYSIS OF TRENDS IN NACPL AND EXPENSE ADJUSTMENTS 11-Jan-93

USFIREND
official View Filing Latest View (12/92) NACPL Changes Exp Adj Changes Recast Analysis Net Impact of Recast
_ Daga Year WACPL _Exp. Adi_Paveent MACPL Exp. Adj* Payment Amount  Percent Amount  Percent NACPL Exo._Adi Pawvment Exn. Adi _ Pavment
(Millions) Millions) ' (Millions) (Mitlions) (nittions)
1984 213.37 446.0 55.8 211.56 435.2 54.6 -1.81 -0.8% -10.8 -2.4% - 211.56 .- .- -~ --
1985 220.25 483.1 120.8 219.70 472.1 118.0 -0.55 -0.2X% -11.0 -2.3% 219.70 -- -- - --
1986 231.57 478.4 179.4 231.10 &75.5 178.3 -0.47 -0.2% -2.9 -0.6% 231.10 .- -- -- .-
1987 228.75 499.6 249.8 230.99 529.5 264 .8 2.24 1.0% 29.9 6.0% 230.99 -- -- - --
1988 229.86 533.3 333.3 229.15 539.9 337.4 -0.7 -0.3% 6.6 1.22 229.15 546.9 341.8 7.0 4.4
1989 230.04 629.2 4719 230.76 644.5 483.4 0.72 0.3% 15.3 2.46% 230.76 637.9 478.4 -6.6 -5.0
1990 231.09 671.9 587.9 232.31 690.3 694.0 1.22 0.5% 18.4 2. 232.31 679.7 594.7 -10.6 -9.3
1991 234.26 699.1 699.1 234 .23 699.7 699.7 -0.03 0.0% 0.6 0.1X 234.23 700.0 700.0 . 0.3 0.3
Totals 4,440.6 2,698.0 4,486.7 2,740.0 46.1 1.0% 2,564.5 2,114.9 9.9 (9.6)

* Official View NACPL used t6 calculate Expense Adjustment



